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Welcome
from the CEO
Alexandra Altinger

Dear stakeholders

Green shoots

Beyond “ESG”

CEO
UK, Europe and Asia

I am pleased to share with you
J O Hambro Capital Management’s
(JOHCM) Stewardship Report for
2021. This report follows on from
last year’s first and successful
submission, which qualified us as
a signatory of the UK Stewardship
Code 2020.

An important step in 2021 was
our formal adoption of the
Sustainable Finance Disclosure
Regulation (SFDR), a component
of the European Commission’s
Sustainable Finance Action Plan.
As at 31 December 2021, 70% of
our eligible AUM was classified as
Article 8 or 9, with a further 10%
pending regulator approval.

But we know this isn’t enough.
After all, SFDR is just a disclosure
regime; it speaks little to the
purpose of a fund and therefore
its ability to create any real-world
impact. We know we need to be
more ambitious and hold ourselves
to a higher level of accountability.
We face more demands from
society, staff and clients to drive
positive change whether that
be across diversity, equity and
inclusion, our commitments to Net
Zero or how we are supporting
the delivery of the UN Sustainable
Development Goals.

A lot has happened in a year. But
even more must be achieved,
by both this firm and the wider
industry, if we are to help build
a world in which we can provide
our clients with the sustainable
financial returns they expect.
As the impact of the COVID-19
pandemic has shown us and
the recent crisis in Ukraine has
reminded us, the only certainty
continues to be uncertainty.
2021 saw world leaders collectively
recognise the urgency of the
climate crisis at Glasgow’s COP26
climate summit, however, the plans
submitted failed to provide
a definitive pathway towards
keeping global temperature
increases at below 1.5˚C. Climate
action failure is just one of many
increasing systemic risks the
world, investors and our clients
are facing. Change is required, and
for that change to be successful it
must come from across the global
system. It cannot come just from
regulators and governments.
As agents of your capital, it is
imperative that we remain active
and informed stewards.

We launched two new funds
in the year, both of which
qualify for Article 9 of the SFDR,
indicating a specific impact
goal. The Regnan Global Equity
Impact Solutions Fund is a highconviction, diversified, global
multi-cap portfolio, with a strong
emphasis on driving impact
through engagement. The Regnan
Sustainable Water and Waste
Fund aims to generate capital
growth over rolling five-year
periods, investing in companies
that provide solutions to
global water-and/or wasterelated challenges.
These are fantastic
accomplishments, testimony to the
high levels of responsible investing
our fund managers have always
operated to, and the “can-do”,
entrepreneurial culture that exists
throughout the organisation.

At the end of the 2021, significant
investment was made in
establishing the building blocks
of a firm-wide strategy that goes
beyond just ESG investing. External
proven leadership from the world
of sustainable investing has been
combined with existing internal
expertise on ESG-integrated
investing and business strategy,
to create a dedicated Sustainable
Investments Team. Overseen
by recently appointed Head of
Investments, Andrew Parry, the
team is tasked with creating a
centre of excellence that explores
how sustainable investing can
support and encourage forwardlooking, long-term approaches to
investing across the firm.

These are fantastic
accomplishments,
testimony to
our “can-do”,
entrepreneurial
culture.
Andrew is among the most
experienced impact investors in
Europe and will provide oversight
over JOHCM’s 14 investment
teams, including Regnan. He
most recently served as Head of
Sustainable Investing at Newton
Investment Management, and prior
to that was Head of Sustainable
Investing at Hermes Investment
Management, where he formed the
Impact Opportunities team with
Tim Crockford, who now heads up
the Equity Impact Solutions team
within Regnan.

Thank you
This report offers a wealth of
data and stories to give you an
understanding of how far we have
come in 2021, but also indicates
where we know we want to be
doing more. We’re grateful for your
support and look forward to sharing
further exciting developments with
you in 2022.
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Our culture
A business model
founded on diversity
JOHCM is a performance-led
investment management business
that provides a platform for a
diverse number of successful,
active, long-only, high-conviction
investment strategies. We
manage close to £30 billion of
assets on behalf of institutional
and wholesale clients. Our funds
are managed from our offices in
London, New York, Boston, Dublin,
Singapore and Prague.
We operate a multi-boutique
structure, with 14 individual
investment teams offering 22
investment strategies, covering
global and regional equities and
multi-asset. Each investment team
typically comprises from two to
five investment professionals. Our
nimble teams are supported by
a global operating platform and
distribution network.
We believe that the trust of
our clients is critical to our
success. We earn trust through
transparency, clear communication
and commitment to generating
attractive long-term returns.

With no house view, our
experienced fund managers are
given full investment autonomy,
subject to regulatory and
contractual requirements;
we do not impose a centralised,
uniform view of economies,
sectors or companies.

	
With no house view,
our experienced fund
managers have full
autonomy.
This allows each investment team
to integrate environmental, social
and governance information in
a manner that reflects their own
outlook and philosophy.
This plurality of approaches
ensures diverse thinking and forms
the bedrock of our culture and
fosters abundant “edge effects”.
This leads to an environment
in which investment managers
constantly seek to adapt and
evolve, reflecting a world in
which investment landscapes are
always in flux.

We aim to be the best investment
house, not the biggest. When
funds become too large, their
performance can suffer from
a lack of agility that prevents
fund managers seeking the best
opportunities to invest in. By
limiting the total amount of
money in our funds, we are
supporting our pursuit of marketleading, long-term investment
returns for our clients. This
reinforces the alignment of our
clients’ interests with those of our
investment teams.
Our business is built on an ethos
of meritocracy, with success
nurtured by diverse insights and
investment approaches. We strive
for superior results through an
investment-led performance culture
that backs independent action.
Team members are recruited for
their distinctive skills, experience
and perspective, and shared values
of integrity, honesty, respect,
teamwork and potential to deliver
high performance.
We have a shared ownership
culture. Many of our employees
have equity participation in our
Australian-listed parent company,
Pendal Group Limited.
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Our mission

Andrew Parry
Head of Investments

Responsible investing:
an industry in flux
Recent years have seen a dramatic
surge of interest in the concept
of “responsible investing” and
in organisations acting as good
stewards of the assets entrusted
to them. After many years as a
specialist niche, strategies that
fall under the broad banner of
responsible investing – socially
responsible, ESG, sustainable and
impact being the main examples –
have experienced record inflows.
While unprecedented levels of
attention have been given to
these strategies, there is still
confusion about the distinction
between each category. More
recently, the brutality of the
war in Ukraine has, for many
observers, further complicated
this picture with seemingly
contradictory claims being made
about responsible investments.
This has only added to an already
uncomfortable disconnect between
growing regulatory strictures to
integrate environmental, social
and governance considerations
into investing practices, and the
threat of enforcement action on
greenwashing.

“ESG” is everything, and
nothing

ESG vs Sustainable vs
Impact

We strongly believe that there
should be a plurality of ways
of implementing sustainability
considerations into investing, and
not a single deterministic view of
the world. We are in an adaptive
system that will evolve over time,
and it is our job as active managers
to navigate our clients through a
world in flux, interpreted through
the approach of the fund in which
they chose to invest.

On the difference between ESG,
sustainable and impact, we see it
as follows:

The treatment of ESG as a tangible
“thing” is misleading and unhelpful
to its usefulness to investors (and
the real world) and renders it
divisible from “normal” investing.
If the consideration of ESG matters
is simply good investment practice,
then why does it need a separate
label? It will always be a complex,
nuanced set of dynamic inputs
that will vary across industries and
regions, and importantly, adapt
over time to changing business and
social norms. They are part of the
determinant of future investment
returns alongside other traditional
financial considerations: sometimes
they may prove material, but at
other times, influences such as
monetary policy, competition,
balance sheet strength, inflation
and so on, will be far more material
to the success or otherwise of a
business model. Key is looking
at how environmental and social
considerations – and how they
are governed by management –
influence the long-term success
of a business model. Having a
good “ESG score” or being “green”
are not sufficient conditions for
successful investment outcomes.
Active managers should have
an inherent advantage when
considering these complex series
of inputs into decision-making, as
they are focused on the efficacy of
the business models looking forward
and making selective, well-informed
decisions to add value over a
passive exposure to beta.

• ESG considerations are inputs,
though they are typically
complex, nuanced and dynamic.
• Sustainable is the future
outcomes we want – that is,
resilient financial returns from
well-governed companies that
balance well the potential
dynamic tension between
the production of sustainable
financial returns with the social
consequences of their activities
and their environmental impact.
• Impact describes the
consequences of our business
and commercial activities – the
provision of solutions to tackle
pressing social or environmental
needs, or the reporting of the
negative consequences of human
activity and how we manage and
mitigate them.
This perspective is aligned with
the often cited “spectrum of
capital approach”, where ESG
is acknowledgement of issues
and their financial materiality,
sustainable is emphasising the
benefits of good governance of
social and environmental issues,
and impact is the contribution
of solutions to underserved
societal needs.

Active managers
should have an
inherent advantage
when considering
these complex series
of inputs.

Values-based exclusions
are not always
“sustainable” intentions
One issue that frequently comes
up, is the challenges created by
the use of ESG as a fund label;
thankfully JOHCM has not fallen
into that trap. What many call
ESG, is simply the avoidance or
exclusion of certain activities (such
as gambling or weapons) within
an otherwise normalised ranking
of the universe. The real world
deals in absolutes and should not
be reduced to a form of moral
relativism. Values-based exclusions
are best handled by clients. The
way that we view many of these
activities is that they represent
future risks to investment returns
as they have the potential to
become internalised into business
models. Gambling is a good
example, as laws and regulations
on gambling change frequently and
can damage a company’s ability
to generate future returns (such
as a change in the rules relating
to fixed-odds betting terminals or
the legal status of online gambling
in many countries). You can
avoid these activities because of
the potential risk they represent
to future profits, but these are
judgements that will depend on
the purpose and intent of the
investment strategy.
That sense of “purpose” is
helpful when thinking about
the EU’s Sustainable Finance
Disclosure Regulation (SFDR) and
those of the Financial Conduct
Authority’s Sustainability Disclosure
Requirements. As it is a disclosure
regime and not a label – we are
still waiting for those – stating
a clear investment purpose and
evidencing its implementation
(for example, integration of
non-financial data sets, proxy
voting, engagements, investment/
divestment rationales etc)
should be a good starting point for
fund designation.
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Delivering sustainable
returns
At JOHCM, our broad purpose is
to deliver resilient, sustainable
financial returns for clients (in line
with the investment objective)
through active management that
seeks to guide them through a
world in constant flux, identifying
emerging structural trends
(themes, if you like) and managing
emerging risks. More simply put,
it is to make them money. Many
of the structural forces at play
will be associated with changing
environmental and social norms
that will reshape business and
economic models, but are not
independent of wider investment
considerations.
As with ESG, there is no standard
definition of sustainable investing,
but we feel there is a pragmatic
way of representing it that fits
the investment culture at JOHCM.
Investment teams need to set
out clearly the role of
sustainability considerations in
their decision-making.

Our mission

The easiest way is for them to:
1. Identify those activities and
business practices that they
believe contribute to or support
sustainable outcomes (which
can be broader or narrower than
the EU Taxonomy), and then
demonstrate how their holdings
are aligned to these issues.
2. Show how investment teams
consider and balance any
adverse factors and what
minimum standards they set,
such as no cluster munitions,
no UN Global Compact breaches
and the like (ie “Do No
Significant Harm”); and how
they report these matters to
clients and engage with company
management to mitigate
concerns. This hierarchy of
purpose, eligible activities,
alignment, balance, minimum
standards and engagement
works for the EU, FCA and
other international financial
service regulators.

Truly active fund
managers, such as those
at JOHCM, should be
the best positioned to
determine which stocks
do or don’t contribute to
sustainable outcomes.

The largest challenge is SFDR
Article 8 funds demonstrating
their intent to promote sustainable
outcomes as part of their
investment approach. Despite the
proliferation of Article 8 (and 9)
funds, this is no easy task and
not made any simpler by the lack
of clear labelling standards. Many
investment organisations have
interpreted Article 8 requirements
as simply integrating ESG
considerations, and screening out
a proportion of the names in the
universe in mechanistic manner.
As an ardently active, highconviction firm, this is not the way
that we invest and there is little
evidence that it adds to future
performance or supports better
sustainability outcomes.
For JOHCM, we need to build
around the strength of our
individual, radically active
approaches to investing. All our
funds are defined by three things:
the stocks we choose to own, the
decisions we make to sell, and
what we choose to avoid (which
is the majority of the universe).

Active funds do not just divest:
they make a limited number of
high-conviction decisions to buy
securities and avoid securities
that do not meet their demanding
standards, and then sell if business
outcomes fall short of expectations.
Each portfolio manager typically
has minimum standards of
behaviours that they expect from
their companies and areas of
the market that they avoid. ESG
insights are part of the input, but
those decisions are not shaped
solely by a mechanistic ESG score,
as there is a myriad of other
powerful forces at work that shape
returns. This is why I always talk
about looking at environmental and
social issues through the lens of
business models, as that is where
the difficult decisions on allocating
capital are made.
Truly active fund managers, such
as those at JOHCM, should be the
best positioned to determine which
stocks do or don’t contribute to
sustainable outcomes. Enabling
fund teams to bring this insight to
life in a transparent manner that

our clients can understand is
one of the main focuses of our
recently formed Sustainable
Investments Team.

ESG in investing
Finally, there is no such thing
as ESG investing. It is ESG in
investing, as first and foremost our
job is to make our clients money,
not to have a shiny label on our
funds. The investment industry has
still a lot of hurdles to surmount
if it is to meet the ambitions of
system change implicit in the wider
sustainability movement of which
it is part. “ESG investing”, with an
excessive focus on methodology,
normalisation and labelling, has
encouraged stasis by being too
disassociated from formative
change. If it continues to pursue
scale and look for normative
approaches to sustainable
investing, then it will fail those
whom it is ultimately intended
to serve.
Bringing this together is not
about labels, scores or ticking
boxes: it is all about active
managers making well-informed
investment decisions, with the
intent to deliver good long-term
investment outcomes that consider
the quality of management
(governance) and how they balance
the production of resilient future
financial returns with changing
social norms and environmental
impacts. Taking this approach
allows portfolio managers to own
their narrative to achieve Article 8
or Article 9. It just needs a clear
statement of the purpose of the
fund, and how environmental and
social considerations are integrated
into the investment process.
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Our approach to stewardship
Delivering returns
through sustainability
As responsible stewards of our
clients’ assets we strive to be active
owners, recognising that with
ownership comes an opportunity
to influence and effect change.
As agents of our clients’ capital
our purpose is first and foremost
to deliver resilient, sustainable
financial returns, but we also
understand that our influence
means we can contribute to
shaping a sustainable world.
At JOHCM, we believe maximum
impact is achieved through
stewardship being entirely fund
manager-led. Our success as an
asset manager has been founded
upon experienced fund managers
with proven investment pedigrees
and these carry weight when
engaging with companies,
thereby enhancing our ability to
effect change.

Each investment team conducts
its own analysis and engagements,
which ensures corporates
receive advice grounded in the
real world, while clients gain
deep, hands-on insights. No
responsibilities are outsourced
to separate Environmental,
Social and Governance (ESG) or
stewardship teams. The recently
formed Sustainable Investments
Team is tasked with unlocking and
enhancing the impact the fund
management teams can deliver
as agents of our clients’ capital.
Opportunities to create impact can
be categorised into three main
pillars:
1) Capital allocation
The stocks we choose to buy or
not buy influence the valuations of
companies and therefore their cost
of capital. In the long run, this has
implications for the growth potential
of these companies, and also for the
industries they are within. Higher
valuations lower the cost of capital
and attract new investment, thereby
advancing the creation of new
business models and technologies.

At JOHCM, most of our investment
strategies are shaped around
concentrated portfolios, typically
under 60 names, ensuring
analysis is detailed and investment
horizons are long term. Each fund
team conducts its own analysis,
including how environmental
and social inputs are integrated
into business models, and how
well a company is governed.
Our investment teams have
access to a range of third-party
data to provide insights into
material sustainability issues.
Looking forward, the Sustainable
Investments Team has launched
a bespoke data platform, that
provides fund managers with
additional tools and data sets to
further enhance their integration
of non-financial metrics in capital
allocation decisions.

2) Engagement
Engaging with investee companies
is a natural extension of JOHCM’s
active approach to investment
management. Where appropriate,
the fund managers undertake
engagement with investee
companies and issuers, focusing
on where areas of concern have
been identified, or where a fund
manager’s shareholding affords
them greater influence. Each
of JOHCM’s investment teams
approach engagement in a manner
that is tailored to their influence,
asset class, geography and client
base. When management teams fail
to make the changes requested by
a fund manager, the issue will be
escalated either through changes
in capital allocated to the holding
or through proxy voting. All proxy
voting is conducted directly by the
fund managers and linked to the
investment purpose of the fund.

Looking forward, the Sustainable
Investments Team will be using
its new data platform to further
enhance the capture and monitoring
of engagements in order to
encourage co-operation on systemic
issues, both within JOHCM and
externally. Ensuring engagements
are fairly and consistently reported
across all fund management
teams is important, and a key task
already being undertaken by the
Sustainable Investments Team,
with a full review conducted prior
to this report (see the section on
Engagement for further details).

At JOHCM, we
believe maximum
impact is achieved
through stewardship
being entirely fund
manager-led.

3) Education
As agents of capital, fund
managers hold privileged positions
that provide high levels of influence
and information. This information
can include best practices,
contextual understandings and
data insights that are invaluable in
shaping an evolving, sustainable
world for clients, corporates and
wider society.
Looking forward, the Sustainable
Investments Team is exploring how
best to leverage and enhance this
information to maximise its impact.
Options being explored include
forming new partnerships with
stakeholders and creating opensourced tools.

Shaping a sustainable world for sustainable returns
AGENCY
Principles
Collaborative

Principles
Education

Engagement

“Unlocking”

Spectrum
of Influence

Prototyping

Capital
allocation

Active

High performing
“Impacting”

Differentiated

Differentiated

Diverse thinking

Long investment
horizon

Co-creating

Transparent

Sustainable
Investments Team

Investment
Teams

Strong narrative

Transparent
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Blancco | CASE STUDY
JOHCM UK Growth Fund
Blancco is a provider
of certified data
erasure solutions that
help accelerate the
transition to a circular
economy.

Issue

Outcome

Action

Blancco is a world leader in
certified data erasure, one of only
two failsafe solutions to remove
information from PCs, mobiles or
other network devices. The other
is incineration, which although
quick and effective is clearly far
more environmentally damaging
than a software-based solution.

The engagement led to improved
thought leadership from the
company in articulating the
superior environmental benefits of
certified data erasure. It further
served to highlight the unintended
harm a lot of corporations were
potentially causing by following
the incineration route.

Following introduction of
the General Data Protection
Regulation (GDPR), demonstrating
secure treatment and auditable
destruction of data is becoming
increasingly important from
a regulatory and reputational
standpoint. It also has important
implications for cybersecurity
and privacy.

Blancco’s deeper commitment to
communication was evidenced
by the publication in 2020 of
its inaugural, comprehensive
sustainability report. This
outlines details of Blancco’s
approach, including disclosures
in line with the Sustainability
Accounting Standards Board’s
(SASB) Software & IT Services
Standard, and the company’s
alignment with the United Nations
Sustainable Development Goals
(SDGs). Key to its approach is
the promotion of recycling and
repurposing of devices, reducing
physical destruction and landfill
waste, and promoting a positive
environmental impact. The
message was further enhanced
when Blancco hosted its first
ESG seminar in 2021.

We are on a journey with Blancco.
The investment has been in the
portfolio for over five years, and
at every meeting we look to
drive forward the ESG agenda.
We have supplemented direct
engagement by sharing our views
with Blancco’s corporate broker,
providing detailed feedback on
the inaugural ESG seminar, and
participating in a call with its ESG
consultant, Buchanan, where our
internal ESG team shared our
ideas on best practice with respect
to sustainability reports.

Objective of the engagement
Although we could see the
impact of Blancco’s patented and
automated solution was vastly
superior from an environmental
perspective, we did not believe
the company was communicating
this significant advantage as much
as it could, nor placing enough
emphasis on it to customers
as part of its education/sales
cycle. Greater adoption of its
solution would have commercial,
environmental and social benefits.
We have been in regular dialogue
with the executive board and the
chairman in respect of this issue.

We believe Blancco is firmly on
the track to improving its own
ESG contribution and disclosures.
The ongoing challenge is to
get appropriate recognition for
the company from its clients
and investors.

We firmly believe
Blancco’s patented and
automated solutions
have the potential to
create significantly
more positive
environmental impact
across varied industries.
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Enhancing our approach:
The Sustainable Investments Team
Building on our existing
strengths

The team

During 2021, we recognised that to
capitalise on the opportunities that
were emerging in the investment
industry we required dedicated
resources to enhance and further
the levels of stewardship already
being undertaken by our investment
teams. For this purpose, the
Sustainable Investments Team
was formed in London, tasked with
creating a centre of excellence to
explore how sustainable investing
can support and encourage forwardlooking, long-term approaches
across our investment strategies.

Tom was Senior Analyst on the
JOHCM UK Dynamic Fund for
eight years, a £2 billion AUM
investment strategy focused on
strategic change, and responsible
for designing the Fund’s integrated
approach to ESG and sustainability.
Tom recently completed the
postgraduate certificate in
Sustainable Leadership at the
University of Cambridge and is a
qualified accountant.

Given the unique, multi-boutique,
fund-manager-led culture at
JOHCM, it was important that any
resulting strategic direction was
built on the existing strengths of
the business, to create something
that was immediately deliverable
but differentiated versus our peers.
To do this, a multi-disciplinary
approach was used, drawing on
resources from across the firm, with
existing expertise in ESG-integrated
investing and business strategy. The
team reports directly to the new
Head of Investments, Andrew Parry.

Tom Matthews – Senior Manager

Nikolaj Babic – Senior Manager
Nikolaj spent two years as Head
of Projects at JOHCM, leading the
firm’s implementation of SFDR and

The team’s ambitions

regulatory integrations at fund
level and, prior to this, worked as
a consultant in business strategy
across multiple industries.
Nikolaj is a qualified lawyer.

As responsible stewards of our
clients’ assets, we must strive to
understand more fully the role we
can play in the wider system. With
ownership comes an opportunity
to influence and effect change.
This means more than just the
integration of Environmental, Social
and Governance (ESG) factors
into our investment approaches; it
requires thinking more holistically
about our purpose as agents
of our clients’ capital. It means
understanding how we can help
contribute to global systemic health.

Utkarsh Katyaayun – Analyst
Utkarsh joined JOHCM in 2021,
having completed an MBA at
the University of Cambridge and
previously worked in consulting and
macro-economic research.
Utkarsh is a CFA charter holder.
Armelle Kim – Analyst
Armelle joined JOHCM in 2021,
having completed an MBA at
the University of Cambridge
and previously worked in global
art advisory.

Our purpose must be
to deliver our clients
sustainable financial
returns, but we can also
contribute to shaping a
sustainable world.

In a world that is increasingly
volatile, uncertain, complex and
ambiguous, it is our role not only to
understand the impact of increasing
systemic risks on our clients’
investments but also to understand
our leverage points within the
system to create a positive impact.
Enabling our investment teams
to think, analyse, report and
communicate their strategies in
these terms is the overarching
ambition of the Sustainable
Investments Team at JOHCM.
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Next steps

1) Evolving

The launch of two sustainable
strategies under JOHCM’s Regnan
brand brought in a wealth of
external expertise and experience
in impact investing. Both strategies
came with well-established track
records, investment processes
aligned to the UN Sustainable
Development Goals, and are based
in London. This has provided a
springboard for building shared
learning, across all of JOHCM’s
investment strategies, on
sustainable investment themes,
impact measurement and reporting,
and created new opportunities
for collaboration both internally
and externally. With this, and
the formation of the Sustainable
Investments Team, a centre of
excellence is emerging.

Client needs are evolving. Building
awareness of the climate crisis
drives changes in regulation
and increases the demands
from society’s savers, who want
choices that enable them to make
a difference. This means that
our operating model needs to
be adaptive and self-learning. A
platform needs to be created that
enables clients to make their own
choices, provides them
with transparent reporting, and
builds information feedback loops
that ensure the business can
seamlessly evolve.

Building a centre of excellence
embedded within the organisation
enhances and empowers all parts of
the business. A “systems thinking”,
sustainable mindset can begin to be
instilled not only in our investment
teams, but also in those running
the day-to-day operations of the
business. This will enable the
organisation to align on a shared
purpose; a purpose that
not only serves clients’ needs today,
but looks to serve them in the
future too.

2) Entrusting
Clients are looking for more than
just a transactional relationship
with their fund managers, and
increasingly see them as a trusted
adviser. While delivering resilient,
sustainable financial returns will
always be a fund manager’s key
purpose, clients want to ensure
the stewards of their capital have a
deep understanding of sustainability
and are contributing to systemic
health. This means sustainability
must be embedded throughout the
organisation, and the firm is aligned

on a clear purpose that seeks to
leverage its position of influence
within the financial system.
3) Engaged
Clients are looking for evidence that
their fund managers are thinking
long term, and are delivering impact
across a diverse set of sustainability
topics through engaging with their
holding companies. Our investment
teams already run established,
highly active, long-term strategies,
so this plays to our strengths.
We need to ensure our products
communicate and report the high
levels of engagement already
being undertaken in a way that is
transparent and meaningful to our
clients. We also need to build out
multi-stakeholder collaborations
that further our understanding of
evolving issues, and allow us to cocreate products and solutions that
meet our clients’ demands.
2022 already looks to be a busy
year, but we look forward to
updating you on our progress in
the next Stewardship Report.
What is already clear is our focus
will be on three key areas: Purpose,
Platform, Product.

As we look at what our clients are
already asking of us, we can begin
to see three clear themes emerging
that help guide our next steps.

Building a centre of
excellence embedded
within the organisation
enhances and empowers
all parts of the business.
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Corporate governance

JOHCM Executive Committee

J O Hambro Capital Management Limited (“JOHCM”) is a wholly owned subsidiary of Pendal Group, an
independent, global investment management firm listed on the Australian Securities Exchange. The four
businesses within Australian-listed Pendal Group are J O Hambro Capital Management, Pendal, Regnan and TSW.

Alexandra
Altinger
CEO
(UK, Europe and Asia)

Christina
Grove
Head of
Legal and
Compliance

Markus
Lewandowski
Chief
Operating
Officer

Andrew
Parry
Head of
Investments

Dee
Hogan
Head of HR

Stephen
Lynn
Chief
Financial
Officer

Steve
Alexander
Head
of Risk

Tjeerd
Voskamp
Head of Sales
and Distribution
(UK, Europe and Asia)

Organisation

The corporate structure of Pendal Group is depicted below:

Risk governance
Pendal Group
Limited

Pendal
Institutional
Limited

Pendal Fund
Services
Limited

J O Hambro
Capital
Management
Limited

JOHCM Funds
(UK) Limited

JOHCM Funds
(Ireland)
Limited

Pendal USA
Inc.

JOHCM (USA)
Inc.

JOHCM
(Singapore)
Pte. Limited

The board of JOHCM (“JOHCM
Board”) has overall responsibility
for the management of risk at
JOHCM. It formally owns the Risk
Management Framework (“RMF”),
risk policies and is responsible
for setting the risk appetite and
associated limits. This provides the
context for senior management to
manage risk and report regularly to

the JOHCM Board on risk positions
against these defined parameters.
The JOHCM Board delegates
oversight of risk management
activities to the JOHCM Risk
Committee, which meets quarterly
and is chaired by an independent
non-executive director.
JOHCM has a hierarchically and
functionally separate dedicated
Risk Team led by the Head of Risk,

responsible for the implementation
of the RMF. The Head of Risk
reports regularly to the Executive
Committee Risk Forum (“ECRF”)
and JOHCM Risk Committee.
JOHCM has a Risk Appetite
Statement (RAS) and RMF suitable
for its business, risks and relevant
regulatory requirements, and where
it is appropriate, aligned to the
wider Pendal Group.

Thomson Siegel
& Walmsley, LLC

*The Group’s corporate structure as of 31st December 2021 following a restructure on 17th December 2021

JOHCM Limited Board of Directors

James Firn
Chairman and Director
(Independent Non-Executive)*

Jane Leach
Director
(Independent Non-Executive)*

Alexandra Altinger
Director

Stephen Lynn
Director

Sally Collier
Director
(Independent Non-Executive)*

Our day-to-day operations are delegated to the senior management team. This team generally meets on a
monthly basis as the Executive Committee, depicted opposite. The Chief Executive reports on behalf of the
Executive Committee to the JOHCM Board.
*As defined by the Financial Reporting Council
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Siemens Gamesa | CASE STUDY
Regnan Global Equity Impact Solutions Fund
Siemens Gamesa is
a global business
specialising in
offshore and onshore
wind turbines and
associated services.

Issue
Compared to other sources of
energy, comprehensive studies of
the full life-cycle impact of wind
turbines show an overwhelmingly
positive contribution to
environmental sustainability.
A critical issue still to be
addressed is the end-of-life
disposal of turbine blades.
While about 85% of wind turbine
components can easily be
recycled, the high-performance
composite materials used in
blades remain a challenge. As
a leading manufacturer of wind
turbines, Siemens Gamesa can
play a decisive role in providing
a solution.

Objective of the engagement
Building on its wider work on
recycling technologies, and wanting
a thorough understanding of the
issue, the RGEIS Fund’s investment
team talked to experts from
Composites UK and attended a
workshop organised by researchers
from the University of Leeds.

The team further met Siemens
Gamesa’s head of sustainability,
where it raised the issue and
argued for the need of a more
active approach, including the
adoption of specific targets for the
recycling of wind blades. The team
also raised the issue with other
companies in the sector, notably
Vestas and TPI Composites.

The team argued for a
more active approach,
including specific targets.

Outcome
Siemens Gamesa subsequently
announced its participation in
DecomBlades, a cross-sector
consortium to establish a recycling
industry for composite materials.
We feel this is an important
step forward.

Action
We subsequently sold Siemens
Gamesa for financial reasons. But
we remain committed to the sector.
Wind power has enormous potential
to generate cleaner electricity and
it is increasingly being absorbed
into the mainstream of national
energy strategies. Though so far
unresolved, end-of-life recycling
of blades is an issue that is
increasingly acknowledged and
understood. We are encouraged by
progress to date and confident that
solutions will evolve sooner rather
than later.
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Corporate governance
Three lines of defence

Risk monitoring

JOHCM operates a continuous risk management life-cycle, whereby all material risks within the firm are identified,
assessed, controlled, monitored and reported. JOHCM seeks proactively to identify all material risks that may affect
the business, and to ensure that these are managed appropriately in line with the Three Lines of Defence model:

Risk and control monitoring is the
ongoing responsibility of individual
business managers in 1LoD, with
oversight and support
provided by the Risk Team.
The Risk Team reports at least
quarterly to the ECRF and JOHCM
Risk Committee via its risk report.
This report includes analysis of the
current risk position against the
risk appetite, copies of the current
risk registers subject to ongoing
RCSA, together with reporting of
risk in each of the risk categories
defined within the JOHCM RAS,
enabling decision-making through
aggregated risk reporting.

2) Second line of defence
(2LoD) is the independent
oversight of the risk management
activities performed by 1LoD.

1) First line of defence
(1LoD) is the identification,
implementation, evaluation and
ownership of risks and controls by
front-line staff.

• The Risk Team is responsible for
the day-to-day oversight and
implementation of the RMF which
consists of the identification,
assessment, management,
monitoring and reporting of risks
across JOHCM.
• Risk & Control Self-Assessments
(RCSAs) completed by
1LoD provides ongoing risk
identification and assessment,
including assessment of the
design and operating effectiveness
of associated controls.

• Top-down risk identification and
assessment is performed by
senior management at JOHCM.
• Bottom-up business area risk
registers encourage ownership
and accountability of risks.

3) Third line of defence
(3LoD) is provided by Internal
Audit, which independently
assesses and makes
recommendations to improve the
effectiveness of 1LoD and 2LoD.
• An independent and objective
assurance service is provided by
KPMG for the JOHCM Board and
senior management.

Senior members of the Risk Team
also engage in the continuous
scanning of the exogenous risk
environment, with any material
issues identified being reported.
The risk taxonomy for JOHCM
lists the material risks identified
as part of the top-down risk
identification process. As at 31
December 21, this included:

J O Hambro Capital Management Limited Board

Board Committees

A. Strategic & business risks: Strategy alignment and execution; business
model; people (investment team concentration risk); transformation
(change management); group risk; ESG and responsible investment; Covid-19.

Chief Executive Officer (CEO) –
UK, Europe and Asia

Risk Committee

Standing Committee

Assists in overseeing internal control

Responsible for implementation of policies

The CEO formally reports to the Board

systems and risk management framework.

approved by the Board.

every quarter.

Management Committees
Executive Committee (EXCO)

Head of Risk provides quarterly

C. Operational risks: Behaviour and conduct; execution; delivery & process
management; fraud (internal/external); people; regulation and legislation
(including tax); supplier management (including outsourcing); business
resilience, cybersecurity, data management and systems.

report to the Risk Committee.

Supports the CEO in day-to-day and strategic

Executive Committee
Risk Forum (ECRF)

management.

Provides oversight of internal controls and

B. Product & performance risks: Product and investment performance risk
(portfolio performance, investment risk, liquidity, credit & counterparty and
product governance); distribution.

D. Financial risks: Firm liquidity, credit & counterparty, capital management and
market risk.

risk management.

Qualitative statements and quantitative limits including Key Risk Indicators (KRIs)
with defined thresholds are detailed within the JOHCM RAS.
Diversity
Committee

Business
Acceptance

Best Execution
Assists the ECRF in

Outsourcing
Oversight

Information
Security

Valuation &
Pricing

Seeks to help foster

Oversees new product

oversight of order

Oversees outsourced

Assists the ECRF in

Oversees the valuation

a culture of diversity,

launches and terms of

execution and ensuring

relationships and

the management and

of client portfolios.

inclusion and mutual

new business.

the best results for

assesses new providers.

control of information

respect.

clients.

security risks.
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Market-wide and systemic
investment risk
Market-wide risks are captured as
part of the Risk Team’s top-down
risk identification process; however,
more often than not, insight on
identifying and responding to these
emerging risks is best provided
by the investment teams. With
established track records, long
investment horizons and strategies
spanning the world, the investment
teams’ knowledge of news flow
provides the most timely and
informed approach to managing
most market risks. As such, marketwide risks are usually considered
under investment risks, which
also include the macro-economic
environment and systemic risks.
The integration of environmental
and social factors into investment
processes is important in
ensuring that systemic risks are
being identified and included in
investment risk. The plurality of
investment approaches across
JOHCM brings diversity of thought
on how best to mitigate these
complex risks for our clients.

Corporate governance

Many strategies operate some
level of activity-based screening
to provide low-level systemic
risk mitigation to their portfolios,
with examples being exclusion on
tobacco, pesticides, fossil fuels,
human slavery, oil sands and
breaches of the United Nations
Global Compact (UNGC) principles.
But exclusionary screens are
imperfect and provide limited or
no real-world impact. As active
managers, our actions to mitigate
systemic risks look to build on the
three pillars of our stewardship
approach: capital allocation,
engagement and education (see
Our approach). Notably, in 2021
there were a number of fundled, independent engagements
undertaken to understand how
climate action failure was being
addressed by portfolio companies
across a number of strategies (see
Decarbonisation case study).

We know we can do more when it
comes to monitoring and engaging
systemic risks. It is our role not
only to understand the impact of
increasing systemic risks on our
clients’ investments, but also to
understand our leverage points
within the world system to create
a positive impact. Systemic risks
are often perceived as tail risks,
but the nature of these complex,
inter-related factors means the
tails are much fatter than many
perceive (e.g. the global pandemics
and geopolitical events of recent
years). This means it is increasingly
important to systematically identify
and monitor these risks.
Looking forward, the newly formed
Sustainable Investments Team will
examine how data and external
frameworks can be used to provide
independent insight into prioritising
these risks (e.g. World Economic
Forum, National Intelligence
Council) and integrating these into
how our investment teams think,
analyse, report and communicate
their strategies.

Management of
investment risk and
stewardship

the Sustainable Investments Team
and seek sign-off from the Head of
Investments.

The heads of JOHCM’s Investment,
Risk and Performance teams
provide comprehensive oversight
of the investment teams and their
strategies. For each team there is
a formal quarterly review which
incorporates an analysis of the
performance, decision-making, risk
profile, fund liquidity, compliance,
and a high-level review of ESG
metrics.

Looking forward, the Sustainable
Investments Team will be coordinating a full review of the
policies and procedures that support
JOHCM’s stewardship, to ensure our
approach remains fully aligned with
best practice and peers. A review
is also being undertaken as to how
the new data platform can integrate
additional non-financial data sets
and tools into the fund manager
quarterly review process.

Where investment teams use
activity-based exclusions, business
involvement data provided by ISS
is used to create trading rules
within the compliance monitoring
system. The Regnan Insight
and Advisory Centre of Pendal
Institutional Limited, in Australia,
provides advisory oversight on
relevant data inputs and rules to
best achieve these activity-based
exclusions. If investment teams
want trading rules to be lifted within
the compliance monitoring system,
they must raise the request with

Reacting to the ongoing
Covid-19 pandemic
Throughout the Covid-19 pandemic
the JOHCM Leadership team met
frequently, closely monitoring
guidance from relevant national
authorities and health organisations.
An assessment was performed to
identify all Covid-19 related material
risks, which were documented in

a Covid-19 Risk Register. This was
used to aid management’s ongoing
oversight, decision-making and
strategic planning throughout the
pandemic, and formed part of
the regular risk and control selfassessment process performed
by the JOHCM Leadership team.
The firm has been able to service
its clients without disruption
and respond to client requests
throughout the pandemic.
As the pandemic progressed,
the Covid-19 Risk Register was
extended to include a Return-ToOffice (RTO) Risk Register. This
was designed to aid management
in decisions centred on the timing
and extent of any safe office
utilisation by employees. At the
time of writing, the firm is trialling
hybrid working arrangements and
this is being closely monitored by
management. Covid-19 related
risks have now been integrated
into the wider Risk Management
Framework as part of established
risk management processes.
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Decarbonisation | CASE STUDY
If climate action
is not to fail, then
change is required.

The need for climate action is in
sharp focus for investment teams
at JOHCM. The World Economic
Forum ranks climate action failure
as the most severe risk on a global
scale over the next ten years.*
While world leaders collectively
recognised the urgency of this
challenge for the first time at the
COP26 climate summit, the plans
submitted failed to provide a
decisive pathway towards keeping
the global temperature increase
below 1.5˚C. World leaders have
been asked to revisit their plans
and strengthen their 2030 targets
by the end of 2022.**
If climate action is not to fail
then change is required, and that
change must come from across
the global system, not just from
regulation. As Paul Hawken writes
in his recent book, “The climate
crisis is not a science problem. It
is a human problem.”*** Investors
must encourage their companies
to change, and companies must
understand that they need to
change if they are to survive.
As Jack Welch once said,
“Change, before you have to.”
At JOHCM, the independence
of our fund managers is at the
core of our culture. It is through
freedom of thought and the power
to act on original analysis, that
talented investors can best make
a difference for our clients on
systemic issues such as climate
change. While climate change and
the need to transition to a
net-zero carbon economy run
through decisions on all our funds,
how evidence is framed, analysed
and interpreted differs from one
fund to another, in some cases
radically. Here we look at how
three of our funds approach the
issue, each working from a very
different viewpoint.

JOHCM UK Dynamic Fund
The UK Dynamic team focus on
“investing in change” with a track
record established in understanding
the likelihood of successful
management and strategic change:
the identification of sustainable
change. Decarbonisation requires
nearly all companies to change,
so this sits naturally as a central
theme affecting the portfolio. The
team sees the ability of a company
to manage sustainable change as
being determined by its mindset.
Understanding a company’s
sustainability mindset requires
analysis of the complex interplay
of quantitative and qualitative
information drawn from looking
at an organisation’s purpose,
its people, its processes, and
assessing how these enable it to
fit into its wider eco-system. The
team believes it is companies that
look to fit their wider eco-systems
that are best placed to adapt and
evolve into sustainable leaders of
the future. Sustainable leading
companies are those evolving the
right mindsets for tomorrow, rather
than just those with the right
sustainable credentials today.
The team has developed a
proprietary Mind Set Evaluation
(MET) framework, which seeks to
capture much of this analysis.
Climate-related risk assessments
are integrated throughout the
MET framework. Analysis begins
with an assessment of an investee
company’s risk exposure, by
assessing current GHG emissions
in both absolute and relative
terms. To understand a particular
company’s level of risk exposure,
the team makes a relative
assessment with reference to
the investible universe (FTSE AllShare). Companies that fall into
the highest cohort of GHG emitters

within the investible universe are
considered to be at high risk.
To understand how a company is
managing this risk, the team seeks
to understand:
1. What commitments and
progress a company has made
in reducing its GHG emissions
across all scopes (for example,
the company is committed
to setting or has already set
a Science-Based Target, has
implemented and is disclosing
progress to achieving short,
medium and long-term GHG
reduction targets, and the
company is on track to achieving
its GHG reduction goals).
2. Whether the company makes
disclosures in line with
recommendations of the
Task Force on Climate-related
Financial Disclosures (TCFD),
conducts analysis in line with a
2˚C or 1.5˚C degree scenario to
quantify impacts, and submits
regular data to CDP, with a view
to improving scores over time.

The team performs deep qualitative
assessments of company TCFD
reports and transition plans to
gain insight into where climate
change risks and opportunities
can manifest, and what strategies
are in place to manage these
risks or take advantage of the
opportunities. The more advanced
companies are those that integrate
the learnings from their climate
scenario analysis directly into
their climate strategy and financial
forecasts.
The team also factors governance
mechanisms into the assessment,
with the best-performing
companies having board
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Decarbonisation | CASE STUDY
oversight of climate risk, linkage
of climate targets to executive
remuneration schemes, and a
strong sustainability governance
framework in place. Strong
accountability mechanisms bring
validation to a company’s climate
risk management strategy.
The approach has led to a portfolio
in which over 70% of the capital
is either signed up to the ScienceBased Targets initiative (SBTi)
or actively working towards
signing up. It has also resulted
in a schedule of climate action
related engagements, focused
on the relatively low number of
companies in the portfolio where
the team feels progress could be
meaningfully accelerated (see
Essentra case study for reference).

JOHCM Global
Opportunities Fund
The Global Opportunities team
views climate change as one
of several key areas where
shareholders have a responsibility
to encourage companies to
behave in a way that results in
positive outcomes, including the
reduction of adverse impacts.
Any way in which a company can
be perceived to be responsible
for a negative impact, by acting
against the interests of non-equity
stakeholders, presents a risk to
shareholder value. Companies
which are “part of the problem”,
not “part of the solution” to climate
change, will find themselves
the wrong side of regulators,
legislators and ultimately their own
customers.

The team’s approach to
sustainability emphasises the need
to focus on areas of harmfulness
and engage with companies
about their direction of travel and
their commitment to improve.
It incorporates these factors
into a proprietary Sustainability
Score, which takes a multidimensional, forward-looking and
company-specific view, rather
than relying on backward-looking
metrics or third-party ratings,
or applying blanket sector-wide
exclusions. This Sustainability
Score underpins its engagement
activities and forms the basis for
certain stock-specific exclusions. It
actively seeks to invest in agents
for positive change, which can
sometimes involve investment in
what are regarded as controversial
sectors.

to reducing this, with quantifiable
targets and milestones, ideally
incorporated into management
remuneration schemes to ensure
accountability.

The team’s forward-looking
approach, and awareness of the
importance of investing in agents
for positive change among larger,
often incumbent, companies,
means that it will sometimes
invest in what are regarded as
controversial sectors. With regard
to climate change, for example,
it sees the regulated utilities sector
as both critical drivers and also
beneficiaries of the need to reduce
global carbon emissions from
power generation. It is willing to
invest in utilities with worse-thanaverage carbon footprints, for
example, but only if management
has committed to a clear roadmap

The Regnan Sustainable Water
and Waste Fund invests in waterand waste-related solutions, and
the team understands that
sustainably decarbonising the
economy is important, and that
adaptive solutions to physical
manifestations of climate change
are necessary for the smooth
functioning of economies.

The team factors
governance into
the assessment of
climate risk.

Its engagement activity typically
focuses first on disclosure and
then on emission reduction
targets. An example of a recent
engagement was with the Texas
utility, Atmos. The team has had
regular communication with senior
management, both formal and
informal. It has specifically asked
that the company adopt holistic
carbon targets, rather than just for
methane, and that management
remuneration be linked to
achieving those targets.

Regnan Sustainable Water
and Waste Fund

As in other sectors, decarbonisation
offers opportunity as well as risk.
Disposal of waste and treatment
of wastewater are inherently
relatively high carbon-intensive
processes. For example, companies
can reduce their dependence on
fossil fuels by increasing fleetefficiency through alternative
fuels and electrification, and route
optimisation. In addition, emissions
such as methane generated in the
waste management process can
be captured to produce energy for
transport and electricity.

Company-level consideration of
climate risks within the Regnan
Sustainable Value Assessment
(SVA) framework takes an
exposure (what is the exposure of
a given company to an issue) and
response (what is the company
doing about it) approach.
The SVA on climate change
includes both transition and
physical impacts of climate
change. Few of the factors taken
into consideration include: an
understanding of the emissions
profile, exposure to carbon
regulatory schemes, strategic
recognition of key aspects of
transition risks and opportunity,
mitigation action the company is
undertaking in relation to transition
exposures, and monitoring of the
evolution of transition exposures
over time.
The team takes the view that the
transition to net-zero is a gradual
process and that end-goals will not
be achieved overnight. As a new
fund, launched only in September
2021, there is no history of
engagement at this point. The
planned approach is to focus on
change and to track progress.
The expectation is to prioritise
companies highly exposed to
transition risks, especially in areas
where related risks are seen as
inadequately managed.

Notes
* World Economic Forum’s Global Risks
Report 2021
** https://www.wri.org/insights/cop26-keyoutcomes-un-climate-talks-glasgow
*** Regeneration – Ending the climate crisis
in one generation (Paul Hawken, 2021)
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Training and development
A key component to a best-in-class
stewardship approach is ensuring
all staff are trained to understand
and handle the constantly
emerging risks and issues that
come with managing our clients’
assets. We continue to support
our staff in further learning and
development, through a central
budget dedicated to staff training
and professional qualifications.
Upskilling all our staff in their
understanding of environmental,
social and governance risks has
remained a key focus throughout

the year. Training stretches beyond
just the investment teams, as we
believe a best-in-class stewardship
approach requires a sustainable
mindset to be instilled throughout
the organisation, including those
staff running the day-to-day
operations of the business. In
2021, 25 staff completed the
Fundamentals of ESG Investing
course provided by CPD and 12
completed the CFA Society UK’s
Certificate in ESG Investing,
including staff from our investment
teams, trading, sales, risk and
secretarial support.

This is an impressive achievement
for a firm of only 200 staff. We
were also pleased to have three
staff members enlist for the pilot
version of the CFA UK Certificate in
Climate and Investing towards the
end of the year.

We believe that divergent views
promote creative thinking and
innovation, which in turn strengthen
decision-making, risk management and
business performance.

Monitoring and improving
employee wellbeing is another
key component of a best-inclass stewardship approach.
A number of education and
training opportunities in the year
focused on increasing our staff’s
understanding of mental health
and wellbeing.

Diversity, Equity and Inclusion
The success of our business relies
on valuing every employee for
their distinctive skills, experience
and perspective. We believe that
divergent views promote creative
thinking and innovation, which
in turn strengthen decision-making,
risk management and business
performance.
Supported by the work of the
JOHCM Diversity, Equity and
Inclusion Committee, we continue
to focus efforts on fostering a truly
diverse and inclusive organisation,
in which fairness and transparency
are valued and promoted. We
recognise that a culture of diversity
and inclusion requires clearly
defined KPIs, embedded from the
top of the organisation, that are
regularly reviewed and refined,
plus a programme of targeted
activity. Key partnerships and
initiatives we participate in include:
• Investment20/20. JOHCM
has been a supporter of this
initiative for a number of years.
Investment20/20 is a sector-led
talent service for the investment

management industry,
providing a platform for our
industry to reach and develop
capable young people from
more diverse backgrounds.
• #10000BlackInterns.
We are participating in the
UK-based effort to help black
students kickstart their career
in investment management
through six-week paid summer
internships in the London office.
• Kickstart trainee programme. We
are participating in the Kickstart
initiative, a trainee programme
that offers work placements to
young people who have been
disproportionately impacted by
the pandemic.
• Moving Ahead mentoring.
We are participants in the
MissionINCLUDE mentoring
scheme, a cross-company
initiative focused on improving
diversity across organisations, by
offering mentorship opportunities
and championing diverse talent
within organisations.

• Diversity Project. We are a
member firm of the Diversity
Project, which is a crosscompany initiative championing
a more inclusive culture within
the savings and investment
industry. Our CEO, Alexandra
Altinger, sits on the CEO
Advisory Board.
• Future Female Fund Managers
Programme. We have committed
to this new initiative, which is
commencing in January 2023.
It is a targeted programme
aimed at developing female fund
management talent.
To measure how well we are
meeting our people commitments,
we conduct regular employee
engagement surveys that address
the following areas: diversity and
inclusion, feeling valued, and
health and wellbeing.
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Remuneration practices
The objective of our remuneration
policy is to establish a remuneration
framework necessary to support our
investment-led strategic approach,
to attract, retain and motivate the
best people over the long term,
and to align all employees with the
interests of clients and shareholders.

Therefore, an investment team’s
remuneration is aligned with asset
owners’ long-term interests and the
long-term success of the firm. This
promotes a sound and effective risk
management culture, to protect the
value of the investment portfolio.

Critical to our success has been the
remuneration structures we have
in place for our investment teams.
These remuneration arrangements
are directly linked to the investment
performance of the funds managed
by the investment teams.

How we manage
conflicts of interest
We operate within a policy
framework that enshrines the
core fiduciary values of honesty,
fairness and professionalism. These
underpin our relationship with our
clients, and reflect the trust that
our clients place in us in our role as
investment adviser and manager.
These values are in turn articulated
in the various regulatory regimes
to which we are subject in doing
business around the world, and the
policy framework is therefore also
designed to meet those regulatory
standards on an ongoing basis.
The Conflicts of Interest Policy is
the overarching component
of the framework, and sets out
the guiding principles of JOHCM’s
approach:
• Identification of potential and
actual conflicts of interest.
• Recording conflicts in the
JOHCM Conflicts Register.

• Implementing policies
and procedures to prevent or
manage conflicts that
are identified.

An investment team’s
remuneration is aligned
with asset owners’
long-term interests.

• Monitoring the effectiveness of
those policies and procedures,
including the Conflicts of Interest
Policy itself.
• Informing clients about
our approach to conflicts
management, including
disclosing specific conflicts where
required (noting that disclosure
may be used only as a last
resort, where our arrangements
to prevent or manage conflicts
are insufficient to ensure, with
reasonable confidence, that risks
of damage to client interests will
be prevented).
• Reporting to senior management
in relation to conflicts of interest,
and maintaining appropriate
oversight and governance
arrangements on this topic.

We would expect that with the
normal application of our Conflicts
of Interest Policy and controls in
place, the material conflicts that
could arise will be infrequent.
An example of where conflicts could
arise is where the firm is invested
for our clients in companies that
are on both sides of the same
corporate transaction, e.g., a
takeover or merger. Our Conflicts
Register sets out the measures
in place to manage this risk,
notably, the firm’s market conduct

procedures. It is recognised that
while this risk cannot be entirely
eliminated, given the relative
infrequency with which these types
of transaction are entered into, and
the size of the issuers involved, our
positions are unlikely to be the sole
influence on the outcome of any
transaction. An example of such a
conflict arising in 2021 was Land
Securities Group Plc’s acquisition of
U&I Group Plc, where the measures
described above were applied.
We publish our Conflicts of Interest
disclosure on our website.

19

Essentra | CASE STUDY
JOHCM UK Dynamic Fund
Essentra manufactures
small components
in three divisions:
components,
packaging and filters.

Issue
JOHCM has been a long-term
owner of Essentra. The business
is made up of three divisions:
components, packaging and filters,
the last supplying components for
cigarettes. We sold our original
holding in September 2020 due
to concerns that the company
was unwilling to divest its filters
business, despite increasing
evidence the association with
tobacco was weighing down the
company’s valuation. In
September 2021, sensing a
more receptive attitude from
management, we began to rebuild
our position in the stock.
Towards the end of 2021, Essentra
was reclassified by Sustainalytics,
from Commodity Chemicals to
Industrial Conglomerates. This led
to an ESG risk rating downgrade
from Medium Risk to Severe Risk,
as the great majority (72%) of
Industrial Conglomerates are
classified as Severe Risk, with
only a small number (8%)
qualifying for the former.
The downgrade would likely lead
to further downward pressure
on the company’s valuation. We
felt the downgrade arose from a

A more constructive
approach was evident in
its trading update.

misunderstanding of Essentra’s
business, and did not occur
because of any real-world
changes to Essentra’s business.
However, we also felt that this
provided further evidence that
the company should rethink its
structure, and especially the
future of its filters division.

Objective of the engagement
We engaged with Essentra
on the Sustainalytics sector
reclassification, which we felt
was not appropriate. While we
acknowledge that chemicals
was not a suitable sector for
Essentra, the sub-sectors into
which it fits on a blended basis:
paper & packaging, components
and tobacco, inherently carry
less industry risk than industrial
conglomerates.
We requested the company to reopen the classification issue directly
with Sustainalytics. In addition,
we noted that it was working
to improve its data disclosures
and policy publications, and to
address some other discrepancies
in working towards improving its
Sustainalytics management scores
based on the current assessment
and sector framework.

Outcome
A more constructive approach
from Essentra’s management to
the company’s entity structure
was evident in its 2021 Q3 trading
update, where it announced its
intention to become a pure-play
global components business.
As a first step, the board is
reviewing a full range of strategic
options for Essentra Filters, as
well as for the packaging unit.
Combined with the improvements
in working with Sustainalytics, as
outlined above, we believe the
simplified business strategy will
be more than sufficient to move
Essentra out of Severe and back
to a Medium Risk rating within the
next two years, with the potential
for a substantial improvement in
its equity value.
Action
We feel that these are important
steps towards the company
reaching a valuation that reflects
its full potential. Due to our
improved confidence in the
management and the company’s
strategic direction, we have
increased the weight of the
holding in the fund.
In addition, we have begun to
engage with Essentra on its
decarbonisation strategy. The
company has published targets
under the Greenhouse Gas (GHG)
Protocol, but we feel it could go
further, for example, committing
to net-zero rather than merely to
carbon-neutral.
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Service providers
Onboarding
All our service providers are subject
to JOHCM’s Vendor Management
Framework. We seek to ensure that
any third party that supports our
day-to-day activities is held to the
same high standards against which
we are measured. The selection
process is broken down into four
key stages, as shown in Figure 1.

Figure 1: JOHCM’s onboarding framework

Identify
Vendors

Over 2021, we have been able to
enhance our investment processes,
operations and reporting through a
series of technology developments:

• Our regulatory obligations
(for example, this will include
Australia’s Modern Slavery
Act, the European Union’s
and United Kingdom’s GDPR
regulations, and the FCA’s rules
on outsourcing).

• Salesforce has been configured
to support our investment teams
with enhanced tracking and
categorising of engagements.

• Our understanding of a service
provider’s associated suppliers
that it itself relies upon.
• Our assessment of any other
relevant services or solutions
the service provider may be
required to provide, that are
linked to the core service or
solution proposition.
When onboarding technology and
data to support our sustainability
strategy, we have now added
an extra stage to the selection
process: each provider is asked to
provide a proof of concept that we
can test and verify internally.
Given the fast-moving pace of
technology, data and solutions
in stewardship, we believe it is
critical that we also operate in
an environment that allows us to
prototype new technology, while
also managing a rigorous and
effective due diligence process.

Score all Service
Providers

Agree
Vendor*

* Finalise commercial negotiations.

In order to obtain the relevant
information from service providers
to conduct a risk assessment,
third parties are asked to complete
a Due Diligence Questionnaire
(DDQ). The DDQ is designed to
allow us to perform an assessment
and ensure that a set of minimum
criteria is met to support:

• Our understanding of the third
party’s operational model and
legal structure.

Conduct In-Depth
Due Diligence

• We have deployed ISS as our
proxy voting and research
solution, which provides granular
reporting and automation of
manual processes.

• Two new data solutions have
been onboarded to comply
with the EU’s requirements
under the Sustainable Finance
Disclosure Regulation and
the EU Taxonomy.

The ongoing relationship
with service providers
We aim to implement a
collaborative partnership with our
third-party service providers that
is supported by a robust oversight
process. This process starts with
the establishment of metrics
and targets, with appropriate
assessments then being made
to ensure that our goals are
aligned with service providers.
The assessment can include
annual visits and quarterly calls or
meetings to ensure that standards
are being met and maintained. The
frequency and type of assessment
will depend on the type of service
provider and its importance and
materiality to our operations.

Going forward in 2022, we are
building a data platform that
brings together all voting,
engagement and ESG data, and
supports the future development
of enhanced tools and applications
across the business.

When selecting our middle-office
and back-office service provider
over 2021, our DDQ included
questions on:

This will support the investment
teams with their research and
client reporting teams with
disclosures, and form the basis
for embedding and reporting
sustainability across the firm.

• How climate change is measured
and managed.

regulatory questions. Even after
the selection of a service provider,
we have continued to assess
vendors in the marketplace against
those original questions. In addition
to this, we have entered rolling
one-year agreements instead of
the traditional multi-year contracts.
This approach will ensure that we
are providing our investment teams
with cutting-edge data solutions
wherever possible.

Further improvements
identified for next year
In addition to the technology
and data enhancements being
implemented in 2022, we will also
be reviewing the DDQ process
and expanding it to include
questions that directly address
environmental and social issues,
responses to which will influence
our assessment.

• Processes that govern how
modern slavery and bribery or
corruption risks are managed.

• How the organisation
approaches the UN SDGs and
board diversity.
With regard to our ESG data
providers, we are currently
conducting a rolling due diligence
to assess whether our data
packages are meeting the ongoing
regulatory requirements. Over
the course of 2021, a number of
data providers were reviewed for
their SFDR PAIs and EU Taxonomy
solutions, with each being scored
against a series of technical and
21
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Active ownership
What is active ownership?
Active ownership refers to the use of the rights and position gained from the ownership of securities, to influence
the activities or behaviour of investee companies or issuers. This can occur through corporate engagement and
proxy voting, or other engagement and advocacy activities undertaken more broadly, such as with policy-makers.
As an active and responsible investment manager, we believe that such practices are critical to support the
investment goals of our clients.

Our engagement approach
Consistent with our multi-boutique
structure, we do not subscribe to
a “house” approach to investee
company engagement. We believe
the best framework is for each
investment team to develop and
undertake its own engagement,
tailored to its strategy and
jurisdiction. However, our teams
collaborate internally where there
are common shareholdings.
When engaging directly with
investee companies, we focus on

those where we have identified
areas of concern, or where
our shareholding affords us
greater influence. As responsible
stewards of our clients’ investments,
our engagements seek to
improve the environmental,
social and governance risk
management of these companies
and wider sustainability practices,
where appropriate.
We primarily raise these issues in
meetings with board directors and
senior company leaders, in order
to constructively build the case for

change. Rather than seek to
“name and shame” companies,
we prefer to support them behind
closed doors, to better manage risk
and realise opportunities.
In practice, while our investment
teams may discuss similar issues
with a range of companies,
their approach is guided by the
nature of the risks, the amount of
progress already demonstrated,
and an assessment of what a
suitable response might look like,
recognising that this may vary
between companies, even within

the same sector. We seek to
avoid being prescriptive in seeking
change. Instead, we convey our
expectations of areas that need
to be addressed, and allow the
company at hand to address
these in a manner best suited
to its unique operating context.
The typically long-term nature of
our teams’ investments means
engagement with their investee
companies is an ongoing process
over a number of years, with
milestones along the way.
The investment teams often
draw upon the knowledge and
expertise of the Regnan Insight
and Advisory Centre (Regnan
Insight) of Pendal Institutional
Limited, in Australia, for advisory
oversight on best engagement
practices. Regnan Insight has over
20 years of experience in providing
engagement and advisory services
on environmental, social and
governance issues.

Quality, not quantity
As responsible investors, we take
the recording and reporting of our
engagements seriously.
First and foremost, engagement is
not a numbers game. Engagements
should not be judged on their
quantity but on their quality: what
was the relevance of the issue and
what efforts were expended to
garner the positions of influence
required to effect a change? Even
the outcomes of engagements
should not be used to judge their
merit, as often the most important
issues are the most contentious,
and therefore carry an inherently
higher failure rate. It is for this
reason that escalation will always
be an important further lever for
responsible investors.

Despite this, we understand
clients like to see our engagement
numbers as this can help to paint
a picture of activity. To ensure as
authentic a picture as possible,
we undertook a full review of our
engagement categorisation process
in 2021, to align it with the UN PRI
definition, working closely with our
colleagues at Regnan Insight for
guidance on best practice.
All investment teams were
consulted and trained, where
necessary, to ensure these practices
were integrated and the resulting
processes would be additive to their
investment approaches.
If done correctly, the tracking
of issues and engagements will,
enhance not only client reporting,
but also capital allocation decisions.
The roll-out of the new data
platform in 2022 by the Sustainable
Investments Team, seeks to provide
the seamless user interface required
to deliver this, and create further
transparency for our clients.

Our recording of engagements
Due diligence

NO

INTERACTION

Undertaken to influence (or
identify the need to influence)
ESG practices and/or improve
ESG disclosure or change a
sustainability outcome?

YES

Environmental

NO

Issue monitoring

Will include multiple,
substantive, detailed
discussions or interactions
(e.g. letters, meetings and
calls) relating to a particular
ESG issue.

Climate change – physical
Climate change – transition
Ecosystem stability
Energy
GHGs
Pollution & waste
Resource efficiency
Water access
Other

YES

ENGAGEMENT

Social

Human capital management
Human rights
Product quality/governance
Social responsibility
Supply chain
Other

If done correctly,
the tracking of issues
and engagements
will, enhance not
only client reporting,
but also capital
allocation decisions.

Social

If need to escalate

Disclosure

ESG disclosures
Climate disclosures
(e.g. TCFD)
Other

Accounting & audit
Board quality & effectiveness
Business ethics & conduct
Financial
Committees
Cybersecurity
Remuneration
Other
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Ashtead Group | CASE STUDY
JOHCM UK Opportunities Fund
Ashtead Group is
a London listed
business that hires
out heavy equipment
for construction and
earthmoving.

Issue

Objective of the engagement

Much of the company’s fleet of
equipment, including aerial work
platforms, forklift trucks and
earthmoving vehicles, is powered
by diesel engines and is delivered
to customers by diesel trucks,
generating significant greenhouse
gas emissions.

We contacted the management
in July 2020 to voice our concerns
and to set out a pathway that
we thought appropriate for a
large, successful business. In
particular, we wanted challenging
Science-Based Targets on carbon
emissions, in line with the Paris
Agreement. In May 2021 we
met Ashtead’s Head of
Sustainability to reiterate our
position on Science-Based Targets
and to advocate for reductions in
absolute levels of emissions and
for improved disclosure.

As a market leader in both the
US and the UK, Ashtead is one
of the largest customers for
manufacturers such as Caterpillar
and JCB. This gives it the ability
to influence industry R&D budgets
to develop more environmentally
friendly equipment. Our discussions
with Ashtead’s customers, such as
Anglo American and CRH, reveal
increasing demand for cleaner
machinery, as they look for ways to
meet their own emission targets.
Ashtead’s environmental policy
had been focused on reduction in
carbon intensity (carbon per unit
of revenue), while accepting that
an increase in absolute emissions
was inevitable as the business
continued to grow. At the time of
our initial engagement in 2019,
Ashtead had not set targets to
reduce its overall amount of
emissions, and had not established
a plan to reach either carbonneutral or net-zero. Given the
nature of its business and its
strong position in the sector, we
felt that the company was failing to
grasp a significant opportunity.

Outcome
Our discussions with Ashtead
brought assurances that it was
working to improve its policy on
emissions, and 2021 was indeed
a year of significant progress on
the company’s carbon policy. At
its capital markets day in April,
it announced long-term targets
to reduce carbon intensity, and a
roadmap for measuring Scope 3
emissions under the GHG Protocol.
The company has since contracted
with the Carbon Trust to develop
a credible path to Science-Based
Targets, and committed to improve
disclosure by April 2022.

The ability to invest heavily in more
sustainable equipment is powering
Ashtead even further ahead of its
competition, two thirds of which
comprises small independent
players, who don’t have the capital
spend to keep up in this area.

Action
Our engagement with Ashtead is
ongoing, and we met the chairman
in early 2022 to express support
for further progress in line with
our objectives. The company
has significant influence in the
construction and extractive sectors
and, while it is still some way
from meeting our objectives, the
direction of travel is encouraging.
We anticipate further disclosure
on progress when the company
reports full-year results in June,
after which we intend to meet
executives again to both support
the work they have done so far
and to push for an acceleration in
their development of ScienceBased Targets.

We wanted challenging
Science-Based Targets
on carbon emissions.

Ashtead is increasingly
communicating the financial
benefits of leading its industry
in emissions reduction. It now
expects to spend about US$30
million to buy electric vehicles for
its delivery fleet, and is working
with suppliers on developing more
electric-powered equipment.
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Our client base

Client engagement

Our clients range from financial advisers and wealth managers to corporate bodies, and therefore have diverse
needs. We adopt a flexible approach to ensure that our clients receive the most appropriate solution for their
requirements. Information on our client base is shown below.

AUM by strategy type (£m)

AUM by client type (£m)
Family office

108

Asia

703

Insurance

84

Emerging markets

3,183

Multi-manager

889

Europe

1,575

Pension fund

3,676

Global

20,665

Pooled vehicle

21,538

Japan

--

Sovereign wealth fund

472

UK

5,007

Sub-adviser

4,372

USA

--

Total

31,138

Total

31,138

AUM by asset class (£m)

AUM by investment vehicle (£m)

Equity

30,936

Mutual fund

11,340

Multi-asset

198

OEIC

8,469

Fixed income

4

Seg

9,601

Total

31,138

DST

1,629

CIT

100

Total

31,138

AUM by client domicile (£m)
Asia

197

Australia

1,357

Canada

252

Cayman Islands

15

Europe

139

Ireland

71

Japan

100

Middle East

336

Mixed

8,469

Netherlands

--

Antilles

48

UK

3,590

USA

16,566

Total

31,138

Stewardship continues to grow in
importance for our clients, and
we recognise that our
communications with them play
a critical role in delivering this
effectively. JOHCM is recognised
for its long-term investment
approach, so our clients understand
the importance we place on
building lasting relationships.
We continuously engage with
our clients to gather thoughts
and feedback, so as to ensure
reporting activities are delivered in
accordance with their expectations,
and assets are managed in line
with their preferences.
We do not market our funds
to retail investors, but through
wholesale distribution platforms
or financial institutions. Offering
direct contact with our investment
teams is an important part of our
client experience, and forms the
basis of ensuring client preferences
are correctly reflected in our
stewardship approach. Clients
have access to each investment
team via ad hoc email requests,
quarterly update meetings and
regular webinars. Client feedback is
always shared with the appropriate
investment teams and, where
relevant, with our Sustainable
Investments Team, so our
approach to stewardship continues

to evolve to meet clients’ needs.
Client ESG and sustainability
questions embedded within RFPs
are also monitored and collated to
identify stewardship priorities and
emerging trends.
Where differences are identified
between a client’s preferences
and the investment team’s
approach, direct contact between
both parties will be the first port
of call. It can only be through
better understanding our clients’
objectives that investment teams
can best learn how to serve them.
For example, with increasing client
requests for environmental and
social data, it has been important
to engage with and educate our
clients on the inherent limitations
of incomplete data sets and
inaccurate measurement methods.
As long-term investors, helping our
clients to avoid adverse decisions
through pointing out the short-fall
of overly prescriptive approaches to
investing, forms an important part
of our role as responsible stewards.
For clients invested in our funds,
we are responsible for all aspects
of their stewardship. For our
segregated account clients, we
offer two approaches: first, a
full service where, as with our
funds, we manage all aspects of
stewardship; second, a partnership

approach where the client may
choose to appoint a third-party
agent or retain control of the
shareholder voting process.
When onboarding segregated
account clients, we review which
approach the client wishes to take.
Institutional clients can require a
tailored approach to stewardship,
to ensure their voting is aligned
with their internal stewardship
requirements.

Client communication
We provide monthly and quarterly
reporting for both our funds
and segregated accounts, as
well as statutory annual and
interim reports, for our funds.
On a quarterly basis, we provide
segregated clients with a detailed
performance report, which includes
investment team commentaries.
We also share voting activity on
a quarterly basis, and from May
2022 we will be publishing all proxy
voting outcomes on our website,
and engagement and stewardship
information is available on request.
JOHCM recently conducted a
survey among our professional
UK intermediaries as part of
the Assessment of Value of UK
domiciled funds. We feel it is vital
to ask our clients their views on
the services we provide and the
information we share.

Offering direct
contact with our
investment teams
is an important
part of our client
experience.
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Diversified Energy Company | CASE STUDY
JOHCM UK Equity Income Fund
Diversified Energy
Company is an energy
business with small
gas wells in remote
mountains.

Issue
The JOHCM UK Equity Income
team first invested in Diversified
Energy Company (DEC) in 2018,
when it was a fairly small but
acquisitive energy business based
in the Eastern US, with most of its
revenues coming from small gas
wells, typically located in remote
parts of the Appalachian Mountains.
Following its listing in London, the
team moved quickly to impress
upon the DEC executive that it
needed to increase significantly its
focus on ESG issues, particularly
around emissions, plugging
of abandoned wells and in the
structure of its board and senior
management incentives.

management to understand fully
the significance of the issue, and to
encourage it to move much faster
to reduce methane emissions,
which has been highlighted at
COP26 and elsewhere as an area
of likely focus for regulators and
other stakeholders.
Toward the end of 2021, we
received a proposal from the
board to increase the level of
long-term incentive plan (LTIP)
awards potentially available to the
executive and senior management.
The change was designed to bring
DEC in line with remuneration
at comparable US-based
businesses. We pushed back
very strongly against this in a call
to the chairman.

We are further pleased to see a
new set of LTIP arrangements
introduced, including some
significant reductions. The
maximum LTIP award will be
reduced to 300% of salary, rather
than 400%, and the award will be
wholly in shares rather than partly
in cash. The LTIP targets have been
partly (20%) linked to the delivery
of the methane emissions reduction
targets listed above.
One substantial result of the
initiatives the company has taken
under our guidance has been an
ESG rating from Moody’s. This
will allow DEC to raise money
more cheaply, paying a much
lower coupon on its asset-backed
securitisations than previously.

Objective of the engagement
In our regular meetings with
management, we expressed
surprise that DEC was plugging
only about 80 wells per year,
despite the fact that the portfolio
was expanding into tens of
thousands of wells (about 69,000
in December 2021). The company
responded that it was meeting its
regulatory requirements, but we
encouraged it to move faster, given
gas will ultimately prove to be a
transition commodity over the next
30 years.
In October 2021, Bloomberg
published a highly critical article
about high levels of methane
emissions at a small number of
DEC’s wells. Whilst the article was
somewhat selective with the truth,
we engaged immediately with DEC

Outcome

Action

DEC has already committed to
plugging 200 wells a year by 2023,
and at its recent capital markets
day it said that it expected that
figure to rise to about 1,000 a year
by the end of the decade.

The company’s direct response
to our engagements deepened
our confidence in the management
and business strategy. We are
particularly pleased to see
such a direct financial outcome
as a lower cost of capital. We
have subsequently increased
our holding.

Also at its capital markets day
(in December 2021), we were
pleased to see DEC commit to
reduce methane emissions by at
least 30% by 2026, and by at least
50% by 2030. It will invest about
$15 million in incremental spending
on handheld monitoring devices,
fixing faulty valves and carrying
out a series of light aircraft flyovers, which is often the only
way to assess some of its more
remote locations.

We wanted challenging
Science Based Targets on
carbon emissions.
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Our engagements
In 2021, our investment teams were involved in over 1,400 interactions, broadly in line with last year’s levels,
and this led to 148 recognised engagements versus the 152 registered in 2020. The following data provides an
overview of these activities. However, we would urge readers to seek out the case studies within this document or
to arrange meetings with any of the investment teams to understand the real-world impacts of these numbers:
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Environmental
Our engagement related to
environmental concerns
Water Access

19

Resource Efficiency

100

countries and
regions

148

companies
engaged in
2021

Pollution & Waste
Greenhouse Gas Emissions
Climate Change/Transition

engagements in 2021
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Social
Our engagement related to
social concerns

2

Social Responsibility

collaborative
engagements with
ShareAction

1,400+

Product Quality/Governance
Other Social
Human Rights

interactions

Human Capital Management

58

Governance
Our engagement related to
governance concerns

Company
attendee level

Engagement
progress in 2021

Type of
objective

6%

29%
15%

3%
1%

4%
17%

18%

Remuneration
Other Governance
Financial

1%
37%

Committees
Board Quality & Effectiveness

5%

6%

38

Disclosure
Our engagement related to
disclosures concerns

41%
Board-level
Executive-level
Investor relations
Adviser
Sustainability team
Other Management

26%

56%

Initial agreement
Engagement in process
Engagement complete –
partial change
Engagement complete
Engagement failed

35%

ESG Disclosures
Strategy & target setting
Performance & oversight
Policy & procedure
Disclosure
ESG rating
Other

The charts show the proportion of engagement undertaken by
our investment teams, and how we have continued to influence
decision-making with senior management teams.

Climate Disclosures (TCFD)

0

Africa

Asia Pacific

5
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15

20
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North America
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40
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Modern slavery | CASE STUDY
JOHCM Asia ex Japan Fund
As a result of our
meetings, the company
understood that there
is shareholder interest
in the issue.

Issue
Modern slavery is widely
understood to refer to human
trafficking and slavery-like
practices, such as servitude, forced
labour, the worst kinds of child
labour, deceptive recruiting, forced
marriage and debt bondage.
We engaged with a leading apparel
brand, wanting to understand
any risks of links to modern
slavery, including operations in
China’s Xinjiang province, which
has been the subject of allegations
of serious human rights abuses,
resulting in import bans in a
number of markets.
Our Asia ex Japan Fund supported
by Regnan engaged on this issue,
working in collaboration to share
insights and best practice. We have
developed our expertise through
in-house research, while drawing
on contacts with human rights
experts, academics, NGOs and peer
group organisations.

Objective of the engagement
The company had been a longterm holding in our JOHCM Asia ex
Japan Fund. In our engagement,
we sought to identify evidence on a
number of points:

• Adequate controls to
monitor ESG risks, including
modern slavery, within
supply chains – from both
manufacturers and growers.
• Participation in collaborative
initiatives within the sector.

Outcome
Our engagement with the company
enabled us to bring to the
attention of management the key
concerns outlined above, and offer
suggestions that could provide
investors with a greater ability to
monitor exposure to this issue,
for instance via the publication of
factory lists.

We researched a leading
apparel brand for the
risk of modern slavery
in its supply chain.

Action
However, we were not able to
secure the necessary comfort that
our concerns were being addressed.
Given the elevated levels of risk
and our assessment of the low
likelihood of success from continued
engagement, we made the decision
to sell the stock. Consistent with
our governance model for the
management of modern slavery
risk, the ultimate decision to divest
was overseen by the Global Chief
Risk Officer.
Internally, we are reviewing our
procedures to better log instances
where we are concerned about
modern slavery, and to share
insights more effectively across
our investment teams globally. We
have already completed training
sessions to raise awareness of the
specifics of this particular case, and
will seek to formalise the process to
achieve greater consistency and to
improve risk management across the
group. We are especially exploring
whether the expansion of existing
exclusions should capture companies
with unacceptable levels of modern
slavery risk, and where engagement
is deemed to be unlikely to achieve
meaningful change.

• The company had published
lists of factories to show that
supply chains have been
mapped and can be effectively
monitored. This information
assists in our own assessment
of modern slavery risk, and
provides an additional avenue
by which concerns can be
identified and raised by a range
of actors, including NGOs, to
support enhanced detection
and prompt action.
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Our approach to collaboration
At JOHCM,we believe maximum
impact is achieved through
engagements being led by
our fund managers, and not
outsourced to a centralised
function. That means our
fund managers are left to
choose their own approach
to engagements. Given
their proven pedigrees as
active investors, and the
weight this carries with the
company management, direct
engagement is often the most
powerful approach. However,
in some situations we recognise
that through collaboration,
both internally and externally,
more influence can be garnered
and, with that, more impact
achieved.
We set out below examples of
where collaboration has and
has not been useful. First and
foremost, engagement is not a
numbers game, and this equally
applies to joining collaborations
or alliances. Joining a wellknown collaboration may give
the illusion of progress, but
we always need to ask, will
it actually effect change? We
encourage our investment teams
to focus on quality not quantity:
what is the relevance of the
issue being engaged on, and is
collaboration the best approach
to obtaining the influence
required to achieve the
desired objective?

Internal collaboration

Inter-investment teams

Intra-Group

Inter-investment team
collaborations often occur
where there are shareholdings
in common. Where these exist,
investment teams will share
company meetings out of courtesy
to the management; however, this
does not mean all engagements are
also shared, given fund managers
have autonomy over their own
objectives. When there are shared
objectives, the investment teams
will collaborate to engage on an
issue and, if progress is lacking, to
escalate the issue via proxy voting
on capital allocation.

Intra-Group collaborations occur
where there is existing expertise or
shared-learnings that are relevant
to a new engagement initiated by
an investment team.
The Regnan Insight and Advisory
Centre (Regnan Insight), part
of Pendal Institutional Limited,
has over 20 years’ experience in
providing engagement and advisory
services on environmental, social
and governance issues. This has
created in-house expertise in a
number of policy, procedural and
systemic issues. These insights
have been particularly relevant for
those engaging on global issues,
with notable collaborations in 2021
being with our Asia ex Japan team
on modern slavery (see Modern
slavery case study) and our Global
Select team on health and safety
procedures (see Chart Industries
case study).
Looking forward, we expect
to further enhance and integrate
these insights across the
investment teams.

An example of inter-investment
team collaboration in 2021, was
the investment teams of UK
Dynamic, UK Equity Income and
UK Opportunities collaborating
to engage with Wm Morrison
Supermarkets (Morrisons) on
two specific issues.

First, all three teams disagreed
with exceptional adjustments being
made to the remuneration policy
and engaged directly with the board
with meetings and letters. Following
an unsatisfactory explanation and
no change, all three teams voted
against the remuneration policy.
The policy was voted against by
over 70% of all shareholder votes
cast, though the vote was nonbinding.
Second, following news of the board
of Morrisons rejecting an initial
bid for the company by Clayton,
Dubilier & Rice, a private equity
firm, at 230p per share, the same
collaboration of investment teams
engaged directly with the company,
and wrote to the board to outline
their thinking that only offers in
excess of 240p per share should
be considered. The investment
teams decided to go public with
their reasoning – the first investors
reported as doing so – as they felt
it would aid the realisation of value
for shareholders. Morrisons ended
up in a bidding war between private
equity investors, and was sold for
an equivalent 287p per share,

25% higher than the original
bid price.
Investment teams are increasingly
recognising that it is not just
common shareholdings where
inter-investment team collaboration
is useful. Different companies,
especially within the same
industries, often have similar
sustainability issues, and therefore
there is scope for shared learnings
and engagement objectives across
investment teams. It is hoped
greater inter-investment team
collaboration on sustainability
issues can occur going forward,
given the roll-out of the new
data platform with enhanced
engagement reporting features
in 2022.

Engagement is not a
numbers game, and
this equally applies to
joining collaborations
or alliances.
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External collaboration
NGOs and academia
Non-governmental organisations
(NGOs) and academia are often
important stakeholders when
engaging with companies, and
can provide important insights
on environmental and social
sustainability issues. Currently it
is left to each investment team to
build its own relationships and to
choose with whom it collaborates.
This ensures investment teams
choose only collaborations where
they believe they can make a
difference. An example is the UK
Dynamic team’s continued work
with ShareAction’s Healthy Markets
Initiative.
In 2021, ShareAction’s ongoing
work with Tesco led to it setting
market-leading health targets for
sales of food and drink across its
global operations. UK Dynamic
had been a member of the Healthy
Markets coalition since 2020. The
fund was one of only a handful of
co-signatories to the initial letter to
Tesco requesting specific targets,

Collaboration

and was a co-filer of the resulting
resolution. For UK Dynamic, the
engagement illustrated a clear
example of an NGO’s objective
being aligned with that of the
investment team: encouraging
industry leaders to set new
benchmarks for their industry,
thereby helping create systemic
improvements for society. Although
Tesco was initially slow to respond,
the result was unquestionably a
good outcome for all.
The UK Dynamic team believed
that the same could not be said
about ShareAction’s desire to
engage with Unilever, another
of its portfolio holdings. Tesco is
the largest retailer of food in the
UK, meaning it has a significant
impact on the shape of society’s
diet. For Unilever, food is only a
small part of its portfolio, and an
even smaller part of society’s diet
given most of its products are
condiments or treats (e.g. Ben
& Jerry’s ice cream). While the
UK Dynamic team could see it
was right to raise question marks
over the growth credentials of
Unilever’s food portfolio, it did

not believe imposing healthy food
targets would create any positive
impact for society. Instead, sales
targets could lead to poor capital
allocation, as Unilever would likely
be forced to make acquisitions to
meet targets, thereby reducing
returns for shareholders. A net
negative for all stakeholders. In
addition, Unilever had already
made clear commitments to double
the number of products that deliver
positive nutrition by 2025, meaning
new, more specific targets would at
most have only marginal additional
benefits. The misalignment of
ShareAction’s objectives with those
of the UK Dynamic team meant it
did not join the engagement, and
instead tried to deter a resolution
being raised, as it felt it would
be an unnecessary distraction
for the company at a time when
it was attempting to turnaround
performance.

influence outcomes in the
right way. An example in 2021,
was the bid made by the
Rothermere family to buy out the
shares they did not already control
in DMGT. UK Dynamic was a top
five shareholder, and believed the
price being offered was not fair
given the value of the underlying
assets, and engaged directly
with the board with meetings
and detailed letters. Another
shareholder went public with its
own critique of the valuation, and
UK Dynamic followed by adding to
the public debate. The Rothermere
family eventually increased their
offer from 255p to 270p.

Other shareholders
The stewardship code encourages
shareholders to work together
to enhance effectiveness in
implementing the principles. While
this is good in principle, we have
often found it difficult to initiate
and instead we have been forced to
use media outlets to draw attention
to our concerns.
An example in 2021 is St. Modwen
Properties. Frustrations over
a lack of shareholder interest
in challenging the board over
accepting the bid price offered by
Blackstone, and the valuations
used for the underlying assets, led
UK Dynamic to make its arguments
public. Not only did St. Modwen
Properties update and increase
the valuation of its properties, but
Blackstone, was forced to raise its
bid price from 542p to 560p.
Where we agree with the logic
of other shareholder arguments
made public, we seek to publicly
add to this debate if we think it will
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Chart Industries | CASE STUDY
JOHCM Global Select Fund
Chart Industries is a
US company supplying
products related to
industrial gases.

Issue

Outcome

Chart is a leading player in a sector
with significant environmental
impact, in particular the supply of
products and services related to
the distribution of industrial and
medical gases, such as nitrogen,
oxygen, argon, carbon dioxide,
hydrogen and natural gas, typically
at ultra-low temperatures. It also
services flammable gases such as
propane and butane.

Chart is pivoting to respond to
these trends. We were especially
encouraged to see data setting
out the company’s views on
the growth in two of its largest
markets: hydrogen and helium,
and carbon capture. We continue
to seek greater detail on the
company’s own view on energy
transition and the scenario analysis
on which it is grounded, together
with further information on how
it is positioning its operations for
continued growth under a range of
transition pathways. In addition,
we suggested that disclosure of
revenues by energy type would
offer credible evidence of progress
on the transition, reassuring
investors that growth is both at the
right pace and in the right places.

Objective of the engagement
In September, the investment team
from JOHCM Global Select met
the CEO of Chart to communicate
expectations of continued
enhancements in material areas
of ESG performance, outlining the
importance of these matters to the
fund and its clients.
A further meeting was led by
a team from Regnan. At this
meeting, we sought to understand
Chart’s policies and practice,
including its approach to disclosure,
with respect to bribery, corruption
and environmental issues, as
well as product stewardship. We
were especially concerned about
the company’s plans to enter the
growing hydrogen market, given
that sector’s potential safety risks.
A further discussion in November
encouraged more formal
consideration and quantification of
the opportunities presented
by the growing clean energy
market, together with associated
transition risks.

Action
We remain invested in Chart.
We will continue to engage with
the company as it prepares its
2022 disclosures, reinforcing the
importance of enhanced analysis,
and communicating with investors
about its transition plans.

Further discussion
encouraged
consideration of
opportunities in
clean energy.
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Voting
Why do we vote

Proxy voting and research

Our voting process

Shareholders are entitled to a
say in some aspects of how the
company in which they own shares
is run. Expressing their views
through voting of their shareholder
rights is an integral part of the
governance process.

Institutional Shareholder
Services Inc. (ISS) is our sole
proxy voting and research service
provider. This service provides
us with granular reporting on
our voting and, following further
deployment in 2021, it has
automated a number of processes
which were previously manual,
including alerting fund managers to
upcoming shareholder meetings.

All upcoming annual and
extraordinary general meetings,
together with details of their
agendas and related research,
are circulated to all relevant
investment teams for
consideration, using the automated
process provided by ISS.

As stewards of our clients’ capital,
we have an obligation to our clients
to vote responsibly on their behalf
at company meetings.
We have robust written policies
and procedures designed to ensure
that, when voting proxies in
respect of the securities that we
manage for our clients, we:
• Do so in the best interests of
our clients, addressing any
conflicts that may arise between
our interests and those of our
clients.
• Disclose to our clients how they
may obtain information from us
about how we voted with respect
to their securities.
• Describe to our clients our proxy
voting policies and procedures
and, upon request, provide
further details of these policies
and procedures to clients.
In 2021, JOHCM voted over 95%
of the votes that it was eligible
to cast.

As stewards of our
clients’ capital, we
have an obligation
to our clients to
vote responsibly
on their behalf.

We are currently in the process
of developing a voting disclosure
website in partnership with ISS,
which will enable our clients to
access full, detailed and up-to-date
metrics on our voting on a fund-byfund basis. This is scheduled to be
completed by May 2022.

The ISS system generates a
customised voting template,
which puts forward a voting
recommendation in line with the
investment team’s voting policy
and, in most cases, reflective of
the research recommendation
made by ISS.
Investment teams have discretion
to make a voting decision
based upon their analysis of the
proposals, their engagement with
the company and/or any available
third-party research. Where the
investment teams agree with
the proposals, and they are in
investors’ best interests, they will
vote in favour of them.
When proposals do not reflect the
best interests of shareholders,
or wider society, the investment
teams may choose to escalate
these concerns to the senior
independent director or company
chairman. Our investment teams
may also engage in discussions
with other investors where
appropriate, and in compliance
with market conduct rules.

The investment team’s voting
decision is communicated to
our Operations Team, where an
authorised individual will submit
the proxy vote using the ISS
system. Our voting records are
held on ISS’s secure system.

1. ISS has recommended voting
AGAINST management, OR

Directed voting in
segregated accounts

4. ALL withheld votes AND

The same approach to voting is
used for segregated account clients
as for our funds. For accounts
where we hold the authority to
vote, managers will vote the
same way on segregated accounts
as they do on their “master”
pooled fund strategy. It is at the
investment team’s discretion if
they want to deviate from that
and vote differently on a
segregated account.

Significant votes
In analysing the votes cast by
our investment teams, and in
reporting these to our clients, we
believe the focus should be on
“significant votes” as required by
the Shareholders Rights Directive
under UK law. While the directive
does not define “significant” we
define this as votes where:

2. The investment team has voted
AGAINST management, AND
3. ALL shareholder resolutions, AND

5. ALL Abstained votes.
Investment teams may also add
any votes they deem significant.

Approach to stock lending
A stock lending programme
is operated by a third-party
administrator with respect to
several of our client accounts.
The programme is elective, and
many of our investment teams
choose not to loan out their
securities. For those that do join
in stock lending, it is again at
their discretion if they wish to
recall stock on loan ahead of a
vote and ensure their full holding
is voted. The default state is not
to recall lending ahead of voting –
therefore, if an investment team
wishes to vote shares which are
on loan, the team needs
to request that the lending be
recalled in advance of the vote.
This is only likely to be the case
on significant votes, and we do
not believe that our stock
lending activities compromise
our ability to engage effectively
with investee companies.

Please note in view of the fact that fixed
income assets represent less than 0.5% of
our total assets under management, we have
not commented in this report on how we
exercise our rights and responsibilities as a
fixed income asset owner.
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Befesa | CASE STUDY
Regnan Global Equity Impact Solutions Fund
Befesa recycles
hazardous waste from
secondary aluminium
and steel production
processes, while
extracting and reselling
the valuable materials
(such as zinc) contained
within it.

Issue

Outcome

At the start of engagement,
Befesa’s health and safety
performance was materially below
comparable waste management
and mining companies, despite
having shown significant progress
in recent years. Its lost-time injury
rate (LTIR) has improved by 65%
since 2015.

This is an ongoing engagement
that has not reached the
objective outcome. However, the
responsiveness from the company
has been encouraging, and we
have seen material improvements
since the start of our engagement.
For instance, Befesa has
continued to reduce its LTIR;
falling from 2.1x in 2019 to 1.3x
in 2020. We are also encouraged
by Befesa’s enhanced investor
communication on its health and
safety progress, notably as part of
its quarterly reports.

Objective of the engagement
At first glance, Befesa’s LTIR
targets looked ambitious. From
2019 to 2024, Befesa aims to
reduce LTIR by another 50%, ie
more than 10% per year, which
would translate into a total
reduction of more than 80%
from 2015 to 2024, while broadly
aspiring to achieve zero accidents.
However, even if Befesa meets this
reduction target, its average would
still be above the sector average
today. In addition, Befesa has set
no concrete date to achieving its
zero-accident ambition. Through
our engagement, we aim to
encourage Befesa to significantly
exceed the reduction target set in
place today.

Action
All in all, Befesa’s recent
performance increases our
confidence that it will meet its LTIR
target earlier than the set date,
which should pave the way for
setting a more ambitious target.
We remain invested.

Our engagement focuses
improving ambitiousness
of Befesa’s health and
safety targets.
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Proxy voting data
Significant votes breakdown
Total number of meetings in 2021

Total number of significant votes as
defined in Voting section

1,191

4,669

Our voting numbers related to
environmental concerns

Total number of proposals in 2021

14,106

Other Environmental

Percentage of significant votes

10%

The total number of meetings
voted on in 2021 by JOHCM
fund managers

92

Environmental

25

Energy

2

Climate Change/Transition

2

Climate Change/Physical

63

95%

86

Social
Our voting numbers related to
social concerns

Significant votes breakdown

Social Responsibility
How we voted

Votes against by
category

Votes by category

Votes by region

9

Other Social
Human Rights
Human Capital Management

51
20
6

4,491

Governance
Our voting numbers related to
governance concerns
Abstain

10%

Environmental

2%

Environmental

2%

Asia Pacific

25%

Remuneration

Against

45%

Social

2%

Social

1%

Europe

34%

Other Governance

Environmental
& Social

0%

Environmental
& Social

1%

Middle East

2%

Financial

North America

21%

Committees

South America

9%

Business Ethics & Conduct

United Kingdom

6%

Board Quality & Effectiveness

Africa

3%

Audit & Accounting

Do not vote
For

5%
40%

Governance

96%

Governance

96%

787
829
664
126
105
1,841
139

200

Africa

Asia Pacific

Europe

400

600

Middle East

800

1,000

North America

1,200

1,400

1,600

South America

1,800

UK
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Fortescue Metals Group | CASE STUDY
JOHCM Global Select Fund
Fortescue Metals
Group is an iron
ore producer with
substantial holdings in
Western Australia.

Issue
Resource extraction in Australia,
typically focused at remote sites,
has a long history of conflict with
Aboriginal peoples.
The issue attracted significant
attention in 2020, when Rio Tinto,
the British mining conglomerate,
destroyed 46,000-year-old cave
shelters at Juukan Gorge in the
Western Australian Outback. The
incident led to a parliamentary
inquiry and considerable adverse
publicity for Rio Tinto.
We took the initiative to engage
directly with Fortescue Metals
Group (FMG), a mining group
active in Australia that, we own
through JOHCM Global Select Fund.
We were concerned FMG lagged its
peers in its policies on Indigenous
rights, and that this put it at risk of
significant reputational damage.

Objective of the engagement
Our immediate goal was to support
a shareholder resolution, submitted
to the company’s November 2021
AGM, seeking FMG backing for
reform of laws affecting Aboriginal
cultural heritage.
At a meeting in July with
independent directors, we
highlighted increased investor
interest in cultural heritage and the
likely active consideration of related
shareholder resolutions, and the
potential for reputational damage.
We encouraged the directors to
take a proactive approach, directly
contacting stakeholders, including
Aboriginal leaders.

We argued that stakeholder
contact would help the board to
validate internal perspectives
presented by executives.
Acknowledging the importance
FMG placed on Indigenous
employment, training and
contracting, we encouraged the
independent directors to advocate
support for Aboriginal selfdetermination, which we believe
is a core component of
demonstrating respect for
human rights under recognised
international frameworks.
Following the release of the
parliamentary report into the
Juukan Gorge incident, we wrote
a detailed letter to the chairman
of FMG, raising the points above
and making three specific
recommendations:
• Review internal policies to
reflect the findings of the
parliamentary report.
• Involve Aboriginal leaders
and advocates in conducting
the reviews.
• Communicate the need for
law reform.
Outcome

We again met FMG senior
management, on news that the
company was recommending a vote
against the shareholder resolution.
The company’s opposition had led
to a further resolution, seeking
a constitutional amendment that
would require disclosure of proxy
votes. We argued that regardless
of the amendment, debate on
the resolution should be allowed.
We showed evidence that such
debate was now accepted custom
in the Australian market, and
commensurate with investor
interest in the issue.
On the substance, we argued that
a good-faith policy co-designed
with Aboriginal representatives,
which aligned with the AGM
proposal, could well prove
the swiftest path to a durable
and positive cultural heritage
regime. FMG’s Co-Management
Framework, recently announced
in respect of the Eastern Guruma
Traditional Owners, was a welcome
improvement on the existing
approach to consultation. It
improves the situation of Aboriginal
communities affected by company
activity, but it leaves them
dependent on company contracts
and employment for anything more
than minimal benefits.

Action
We remain committed to FMG as a
holding in the fund. However, we
will continue to monitor its activity
in respect of Indigenous rights and
to engage actively as necessary.

We argued for
a good-faith policy
co-designed with
Aboriginal
representatives.

We eventually secured written
commitment on allowing debate
at the November AGM, but we
feel that rather than incremental
improvement, FMG’s approach to
Aboriginal culture and heritage
needs fundamental reform to
align with international standards,
including the UN Declaration on the
Rights of Indigenous Peoples.
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CSL | CASE STUDY
Regnan Global Equity Impact Solutions Fund
CSL is an Australian
biotechnology firm
that specialises in
blood plasma-derived
therapies.

Issue

Outcome

Blood plasma is a mission-critical
raw material for CSL, whose
business model rests on paying
donors for plasma. While plasmabased therapies are life-saving and
critically life-enhancing, payment
for human donations raises
important ethical questions.

Although this is an ongoing
engagement where no objectives
have been met, it is clear that the
company understood our position.
Our meetings were extensive
and detailed, covering CSL’s
sustainability goals, its thoughts
on integrating sustainability
reporting with customary reporting
on strategy and financials. We
also spoke about accounting for
impact alongside activity and
outputs. However, while we were
encouraged by the company’s
awareness of broader sustainability
issues, we also sensed a lack of
movement on our core agenda of
donor wellbeing.

Objective of the engagement
We raised several key concerns
with CSL, first in March and then
again in April 2021.
• Donor health. We sought
further detail on donor safety,
including the safeguards that are
in place to ensure that maximum
frequency thresholds, which
can have an adverse effect on
donor health, are not exceeded.
We urged the company to track
and disclose metrics on donor
welfare, and called on the
company to support independent
research studies that further
investigate plasma donor
welfare. We noted that CSL
was in the process of developing
a sustainability strategy, and
we suggested that it would be
useful to include a section on
donor health.
• Socio-economic vulnerability of
donors. We queried the use of
incentives surrounding repeat
donations, and encouraged
the company to stress-test the
financial dependency of donors
on plasma donations.
• Governance and public policy
participation. Given the abovementioned factors, we pushed
for greater transparency about
CSL’s lobbying practices and
public policy participation.

Action
While we were comfortable that
CSL had understood our position
and the reasons for our concern,
we had questions on CSL senior
management buy-in to this
agenda. Coupled with question
marks on business fundamentals
and valuation, this reduced on
conviction, and we decided to
exit the position. We continue to
engage with CSL post-divestment,
providing input on its
sustainability strategy and
approach to materiality.

We engaged on the
ethics of plasma
donation and health of
plasma donors.
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For more information about our
investment range, please contact us:
London
J O Hambro Capital Management Limited
1 St James’s Market
London SW1Y 4AH
Tel: +44 (0) 20 7747 8969
Email: info@johcm.co.uk
www.johcm.com
New York
Suite 2052
45 Rockefeller Plaza
630 Fifth Avenue
New York, NY 10111
USA

Boston
53 State Street
13th Floor
Boston, Massachusetts 02109
USA

Dublin
24 Fitzwilliam Place
Dublin
Ireland
D02 T296

Prague
Vaclavske nam. 17
4th floor
Prague – 1
11000 Czech R

Singapore
138 Market Street
#15-04 Capitagreen
Singapore 048946
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